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E.O. 11652: N/A 
TAGS: EFIN, A ISP. IS 

SUB J : GOI DEVALUES BY TWO PERCENT 

REF: TEL AVIV 4929 

BEGIN UNCLASSIFIED 

1. GOI ANNOUNCED AUG. 5 NEW EXCHANGE RATE FOR ISRAELI 
POUND OF 6.24 PER DOLLAR. PRICES OF BASIC COMMODITIES 

DOES NOT EXPECT DEVALUATION TO TRIGGER MORE THAN ONE HALF 
PERCENT INCREASE CONSUMER PRICE INDEX. END UNCALSSIFIED. 

2. BEGIN LOU 

COMMENT :DRENISTRY OF FINANCE SOURCE TOLD US THAT IN 
DISCUSSION WITH IMF TEAM CURRENTLY IN ISRAEL, TEAM 
EXPRESSED " SATISFACTION" WITH CREEPING DEVALUATION 
ARRANGEMENT ALTHOUGH IT THOUGH ISRAEL SHOULD 
CONSIDER EXTENDING LINKAGE ISRAELI POUND TO BASKET OF 
CURRENCIES OF ISRAEL'S MAJRO TRADING PARTNERS. GOI TOOK 
POSITION, HOWEVER, THAT AFTER LENGTHY COST-OF 
LIMITED OFFICIAL USE 
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LIVING NEGOTIATIONS AND COMPLEX TAX REFORM IMPLEMENTATION, 
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ECONOMIC PLATE ALREADY FULL. GOI PREFERS TO DEFER 
CURRENCY REALLIGNMENT ISSUE FOR TIME BEING AND GAIN 
MORE EXPERIENCE WITH CURRENT ARRANGEMENT. END LOU 
TOON 
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